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FEDERAL DEPOSIT INSURANCE CORPORATION
A final Statement of Policy on Risk-Based Capital has been issued by the FDIC (see
the 3/21/89 Fed. Reg., pp. 11500-17). The FDIC said it has determined that there
is a need for a "capital measure that is more explicitly and systematically
sensitive to the risk profiles of individual banks." Adoption of this policy,
the FDIC said, serves several goals "long sought by U.S. banking supervisors."
They are:
1) The establishment of a risk-based capital framework that is more
sensitive than the current leverage ratios to risk factors, including off-balance
sheet exposures; 2) The establishment of a framework that international banks
could utilize to strengthen their capital positions; and 3) The reduction of
competitive inequity arising from different supervisory capital requirements
across countries.
The statement of policy was proposed in the 3/15/88 Federal
Register (see the 3/21/88 Wash. Rpt.). The statement of policy applies to all
FDIC-insured state-chartered banks (excluding insured branches of foreign banks)
that are not members of the Federal Reserve System, regardless of size, and to
all circumstances in which the FDIC is required to evaluate the capital of a
banking organization, the FDIC said,
guidelines have also been adopted by the
Federal Reserve Board (see the 1/30/89 Wash. Rpt.). The effective dates for the
final rule are as follows:
1) The framework for calculating risk-based capital
ratios will take effect 4/20/89; 2) The interim 7.25 percent minimum supervisory
ratio reflected in the framework's transitional provisions will take effect
12/31/90; and 3) The final 8 percent minimum supervisory ratio will take effect
12/31/92.
For further information after reading the final rule, contact Robert
F. Miailovich at the FDIC at 202/898-6918.

SECURITIES AND EXCHANGE COMMISSION
The effective date of the final rule which would reduce the time period for filing
Form 8K was incorrectly reported in the 3/20/89 Washington Report. The correct
effective date is 4/7/89 (see the 3/8/89 Fed. Reg, pp. 9770-74) and not 4/12/89,
as reported.

TREASURY, DEPARTMENT OF

"

Procedures for certain partnerships, S corporations and personal service corporations
to follow in claiming a refund of required payments under section 7519 of the
Internal Revenue Code for taxable years beginning in 1988 are outlined in Notice
89-41 issued recently by the IRS.
Sections 7519 and 444 were added to the Code
by the Revenue Act of 1987.
Section 444 allows certain partnerships, S
corporations, and personal service corporations to make a "section 444 election"
to use a taxable year that is different from the taxable year that such entities
would otherwise be required to use, the IRS explained. Electing partnerships and
S corporations are required to make payments to the Federal government under
section 7519.
Required payments are intended to represent the value of the tax
deferral obtained by the owners of those entities through the use of a taxable
year different from the required taxable year. After an electing partnership or
S corporation makes a required payment for a taxable year, the partnership or S
corporation may be eligible for a refund of all or part of the required payment
if there is a decrease in the deferral in a subsequent taxable year, the notice
said.
Refund eligibility and procedures, including Form 720 procedures and how
to proceed if Form 843 has previously been filed, are discussed in the notice.
Several examples are also provided. The IRS said the guidance provided in Notice
89-41 will be incorporated in forthcoming regulations and that forthcoming
regulations or other form of guidance will provide procedural rules for taxable
years beginning after 1988.
Notice 89-41 is scheduled to be published in
Internal Revenue Bulletin 1989-15, dated 4/10/89. For further information after
reading the notice, contact Arthur E. Davis III at the IRS at 202/377-9581.
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TREASURY DEPARTMENT OF

The issuance of taxpayer assistance orders is the subject of temporary and proposed
regulations issued by the IRS (see the 3/22/89 Fed. Reg., pp. 11744-45 and pp.
11699-702). The temporary and proposed regulations, the IRS said, provide the
public with guidance concerning the procedures for filing an application for a
taxpayer assistance order, the terms of such order, and the effect of such an
order on applicable statutes of limitations. The Technical and Miscellaneous
Revenue Act of 1988 added new section 7811 to the Internal Revenue Code. Section
7811 provides that upon application filed by a taxpayer or the taxpayer's
authorized representative, the Ombudsman's office may issue a taxpayer assistance
order if it determines that the taxpayer is suffering or is about to suffer a
"significant hardship" as a result of the manner in which the IRS is
administering the internal revenue laws.
The term "significant hardship" is
defined in the regulations by reference to the effect that the manner in which
the Service is administering the laws has or will have on the taxpayer, as well
as the resultant perception of the IRS' action or proposed action by taxpayers in
general. The term is defined as more than an inconvenience to the taxpayer or a
financial hardship, as such, but rather as a hardship from which the resultant
disruption caused or to be caused to the taxpayer by the IRS' action or proposed
action is such that it would offend the sense of fairness of taxpayers in general
were they aware of all of the surrounding facts and circumstances.
The
regulations also stipulate that a taxpayer assistance order generally may not be
issued to enjoin a criminal tax investigation because it is not the type of IRS
activity described in section 7811.
The Service said it welcomes comments on
whether and to what extent acts of the Office of Chief Counsel should be subject
to a taxpayer assistance order. The effective date for the temporary regulations
is 2/8/89. Written comments and requests for a public hearing must be delivered
or mailed by 5/22/89.
For further information after reading the temporary and
proposed regulations, contact Joseph W. Clark at the IRS at 202/566-4574.

The required beginning date for distributions under section 401(a) (9) of the Internal
Revenue Code for certain employees who were age 70 1/2 in 1988 and had not
separated from service by 1/1/89 is the subject of guidance issued by the IRS in
Notice 89-42. The Tax Reform Act of 1986 (TRA '86) amended section 401(a) (9) of
the Code to provide a uniform required beginning date for all plan, IRA, and tax
sheltered annuity participants.
Under this rule, distributions from qualified
plans and tax sheltered annuities are required to begin not later than April 1 of
the calendar year following the calendar year in which the employee attains age
70 1/2.
The rule is generally effective for years beginning after 12/31/88.
However, the uniform required beginning date enacted under TRA '86 does not apply
to an employee who attained age 70 1/2 before 1/1/88 unless the employee is a 5
percent owner.
Notice 89-42 is scheduled to be published in Internal Revenue
Bulletin 1989-15, dated 4/10/89.
For further information after reading the
notice, contact the Employee Plans Technical and Actuarial Division between the
hours of 1:30 p.m. and 4:00 p.m. Eastern Time at 202/566-6783.

Proposed regulations relating to allocation and apportionment of deduction for state
income taxes are the subject of a public hearing announced by the IRS (see the
3/24/89 Fed. Reg., p. 12238).
The regulations were proposed in the 12/12/88
Federal Register (see the 12/12/88 Wash. Rpt.).
The hearing is scheduled for
5/18/89 beginning at 10:00 a.m. in the IRS Auditorium, 7th Floor, 7400 Corridor,
Internal Revenue Building, 1111 Constitution Ave., N.W., Washington, D.C.
Requests to speak and outlines of oral comments must be delivered on or mailed by
5/4/89. For further information after reading the hearing notice, contact Jackie
Burgess at the IRS at 202/566-3935.
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TREASURY, DEPARTMENT OF
Procedures are being changed to ensure that taxpayers received all refunds due them
from unclaimed withholding, the IRS announced 3/22/89.
The Service said it is
changing procedures to be used in the information document matching program for
tax year 1987 and future years to ensure that taxpayers who might not have
claimed all their withholding tax will get any refunds which may be due.
The
changes are needed, the IRS said, to make sure that the matching program is
consistent with the Service's policy that taxpayers pay only the tax due.
Instructions were also provided for a special claim procedure for taxpayers who
may have understated the tax withheld on their 1985 returns because the period
for making claims for 1985 will expire 4/15/89.
The IRS said it will issue
further instructions about the tax year 1986 matching program when it completes a
review of its records to determine the best way to give taxpayers the additional
credits they may be due.
The IRS made the announcement in Information Release
89-35. Copies of the release are available from the IRS by calling 202/566-4054.

A worksheet for recently retired individuals who want to figure the taxable portion
of their pensions has been issued by the IRS. The IRS said using the worksheet
would alleviate the need to apply to the IRS for a ruling request and save
taxpayers $50.00, which is the user fee the IRS currently is required to charge
for such ruling requests. Most retirees, the IRS said, can use the special "safe
harbor" method of figuring the taxable portion of their pensions. Retirees can
use the simplified rule if all the following apply: 1) The annuity starting date
is after 7/1/86; 2) The annuity payments are for either the retiree's life or the
lives of the retiree and his or her beneficiary; 3) The annuity payments are from
a qualified employee plan, an employee annuity or a tax-sheltered annuity; and 4)
The retiree was under 75 when the annuity payments began or, if the taxpayer was
75 or older, there were less than five years of guaranteed payments.
The IRS
said it is currently contacting taxpayers with pending ruling requests to see if
they wish to use the simplified rule.
Retirees with questions about their
pending ruling requests can call the IRS at 202/566-4316.
The simplified rule
and the worksheet are available in several free IRS publications, including
Publication 17, "Your Federal Income Tax;" Publication 575, "Pension and Annuity
Income;" and Publication 721, "Comprehensive Tax Guide to U.S. Civil Service
Retirement Benefits."
The publications are available from the IRS by calling
toll free 1/800-424-3676.

SPECIALS

HOUSE WAYS AND MEANS SUBCOMMITTEE UNIT HEARING RECORD AVAILABLE

The hearing record for the House Ways and Means Oversight Subcommittee hearing about
options concerning the Unrelated Business Income Tax (UBIT) is new available.
The 5/9/88 hearing record, entitled "Discussion Options on the Unrelated Business
Income Tax," includes testimony on the list of discussion options released by the
Subcommittee in March 1988.
The options included:
1) Repeal of the
"substantially related" test, as well as the retention of the test while imposing
UBIT on those activities which are "inherently commercial;" 2) Apply UBIT to
income from affinity credit card endorsements; 3) Expand Form 990-T requiring
more detailed reporting of revenue-producing activities and income on Form 990;
and 3) Tax Treatment of royalty income, subsidiaries and joint ventures,
allocation rules, the convenience exception and the "regularly carried" test (see
the 4/4/88 and 5/2/88 Wash. Rpts.). Copies of the hearing record (GPO Stock No.
552-070-05788-9)
are available at a cost of $10.00 by writing to the
Superintendent of Documents, Government Printing Office, Congressional Sales
Office, Washington, D.C. 20402.
For further information, contact the GPO at
202/275-3031.
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SPECIAL:

REVISED WAYS AND MEANS COMMITTEE GREEN BOOK ISSUED

The 1989 edition of the House and Wavs and Means Committee publication informally
known as the "Green Book” is new available.
The publication, entitled
"Background Material and Data on Programs Within the Jurisdiction of the
Committee on Ways and Means" integrates a description of each program within the
jurisdiction of the Committee with current data describing the population served
by the program, an analysis of interactions with other major programs, and
historical information relating to the program.
It also contains data and
discussion on other matters of interest to the Committee, including trust funds
and the budget. The Green Book, Stock No. 052-070-06547-8, is available from the
Government Printing Office (GPO) at a cost of $31.00. Copies may be ordered by
calling the GPO at 202/275-3030.
Prepaid mail orders will also be accepted?
requests should be addressed to the Superintendent of Documents, Washington, D.C.
20401.
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For further information contact Shirley Twillman at 202/737-6600.
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